meEON SS: FURNITURE LIMITED 


We believe it was very appropriate for our Company to end 
this past millennium with the most successful year in our long 


and storied history. 


In 1909, our founder, Mr. Ablan Leon harnessed the energy of his 
entrepreneurial spirit and opened a dry goods store in Welland, 
Ontario. Although his primary concern was to provide for his _ 
erowing family, he was bleed with a certain business acumen 


that allowed him to quickly establish the needs of his customers. 


Nearly one lee years later, the Leon’s name has grown to 
become one of Canada’s most highly respected retailers of home 
furnishings. The descendants of Ablan Leon continue to hold 

a majority interest in the Company. Even more important, the 
team of Leon’s associates across Canada fully appreciates how our 
founder’s principles of aes honesty, loyalty and dedication 


have provided us with a solid foundation on which we continue 


to build towards the future. 
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($ in thousands, except per share amounts) 1999 1998  % Change 
INCOME 
Sales $ 370,825 $ 336,895 10.1% 
Income before income taxes 64,046 47,936 33.6% 
Income taxes 27,880 21,530 29.5% 
Net income 36,166 26,406 37.0% 
Cash flow generated from operations 34,042 33,415 1.9% 
Dividends paid 16,305 59424 200.6% 
PER COMMON SHARE 
Net income $ 1.79 $ 1.31 36.6% 
Cash flow generated from operations 1.69 1.64 3.0% 
Dividends paid 81 Pap 200.0% 
Shareholders’ equity at year end 8.85 8.12 9.0% 
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We are very pleased to report that our sales in 1999 were $370,825,000, compared to $336,895,000 in 
1998, an increase of 10.1%. Our net income was $36,166,000 or $1.79 per share in 1999, compared to 
$26,406,000 or $1.31 per share in 1998. This represents an increase of 37%. Total revenues for the 


Company, including franchise sales, amounted to $483,000,000 in 1999. 


Once again, we are proud to state that 1999 shattered all our records for both sales and profits. Our net 


income, as a percentage of sales, increased to the highest levels in our long history. 


There is no doubt that we have benefited from a stronger Canadian economy over the last four years. 
However, we believe that our commitment to the long-term stability of our organization, combined with 


industry leading skills in merchandising and marketing, continue to set Leon’s apart from all other retailers. 


As a Company with sales of nearly half a billion dollars and completely free of debt, we are faced with 


both exciting opportunities and unique challenges. 


Our enviable financial position would allow for a very aggressive growth plan through either expansion 
or acquisition. However, we believe that our historically pragmatic approach, of both capturing and 
maintaining increased market share, has been critical to our continuing success in both good times and 
bad. In fact, our consistent yet cautious growth has been the primary reason for our long history of 
financial stability. The importance we place on our bottom line continues to take precedence over the 


temptation of generating sales numbers that may not meet our high standards of profitability. 


The new warehouse showroom superstores opened this past year in London and Barrie, Ontario, have 
exceeded even the most optimistic sales targets. Construction is underway for a massive new facility in 


Montreal and plans are being finalized for similar facilities in Red Deer, Alberta and St. Catharines, Ontario. 


Finally, unless someone worked in our organization, it would be difficult to describe the corporate 
culture that exists at Leon’s. We are all part of a family that truly cares for each other. We respect our 
fellow workers and sincerely appreciate their efforts. We are very proud of our entire team and on 
behalf of our Board of Directors, our Shareholders and our Customers, we thank you all for making 


1999 a year to remember. 
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rown to become one of Leon's greatest assets. The significant ongoing investment _ 

oF jum has made Leon’s a household name. Our award winning television commer- : | 
customers with a refrest ning mix of humour and product information. Our newspaper 

r flyers and in-store material present our customers with factual, meaningful and 


One of the greatest challenges facing a retailer of home furnishings, is to purchase and display a wide 
selection of merchandise in a pleasant environment at a competitive price. Our Company is continually 
devising new methods of receiving, shipping and displaying our products. Our new showrooms are 

a reflection of all that we have learned over many years. Yet, we are never satisfied that we cannot be 


better, and as a result, every new facility continues to evolve. 


Our Company feels obligated to provide our customers with an inviting, comfortable and professional 
atmosphere that helps make their shopping experience as pleasant as possible. A multi-million dollar 
renovation to our largest facility in Scarborough, Ontario, is nearing completion. This massive project, 


the first of many for our older properties, is a clear demonstration of our commitment to the future. 


The systems and procedures of our corporation have continued to provide us with control of our 
assets, as well as the accumulation of any information necessary, to make sound business decisions. 
Our ability to process information in an efficient manner, allows us to measure our productivity and 
to aim for even higher standards. Technological innovations such as bar coded labels and hand held 
wireless scanners are now being developed. We believe that these advancements will further enhance 


our profitability. 


We have often said that the success of our Company goes well beyond bricks and mortar. The family 
of associates, who are members of Leon’s workforce, represent some of the most loyal, dedicated and 
professional people in the entire country. As associates of Leon’s, we are very proud of where our 
Company has come from, what we stand for, and where we are going in the future. Our culture of 
mutual respect, co-operation, fairness and objectivity have created an atmosphere of caring that permeates 


throughout our entire organization. 


Our Company has never taken our success for granted. Throughout our history, we feel that we have 
been blessed in many ways. We truly hope that our continued hard work, thoughtful decision-making 


and sincere gratitude for all that we have been given, will lead to future blessings as well. 
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RESULTS OF OPERATIONS 


General 

For the year ended December 31, 1999, sales were $370,825,000 compared to $336,895,000 in 1998, 
resulting in a 10.1% increase. Net income was $36,166,000 or $1.79 per common share compared to 
$26,406,000 or $1.31 per common share in 1998, an increase of 37%. Total Leon’s sales, including 


$112,489,000 of sales by franchises, amounted to approximately $483,314,000. 


Overall, we are very satisfied with the increase in sales and profits over the past year. We believe that 
our aggressive approach in the areas of merchandising and marketing has allowed us to gain market 
share in various regions. In addition, we are pleased with the successful opening of our new stores in 
London, which opened in May 1999, and Barrie, which opened in October 1999. We expect our growth 
to continue as we add new stores and enhance our efforts to increase our share in existing markets. 
New superstores in Montreal, Quebec, Red Deer, Alberta and St. Catharines, Ontario are scheduled 

to open in 2000. We also anticipate an increase in market share which should result from extensive 


renovations taking place in our existing Toronto area warehouse and showrooms. 


We are pleased to report that our overall expenses remained constant during 1999. We believe even further 


efficiencies will arise in 2000 as we continue to adapt to our new computer systems. 


Franchise Operations 

Sales by franchises were $12,489,000 in 1999, an increase of 10.7% over the prior year. We believe that 

our corporate team involved with our franchise division is stronger and more committed than ever. At the 
end of 1999, the Company had a total of 22 franchisees operating 23 franchise stores. We will continue to seek 
qualified franchisees to join this successful division. As always, we must try to ensure that future potential 


candidates possess the character, skills and resources necessary to be a member of this successful team. 


Foreign Operations 
Our Arizona operations were discontinued as of May 1997. One of our two U.S. properties was sold in 1998 


at a pre-tax gain of $908,000 and the remaining property was sold in 1999 at a pre-tax gain of $5,808,000. 


Liquidity and Capital Resources 
During the year, the Company’s cash and investment position improved by $7,039,000 to $108,124,000 
at December 31, 1999. Future expansion and renovations referred to above for the year 2000, will be 


financed from the Company’s existing cash resources. 
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The accompanying consolidated financial statements and all information in this annual report are the 


responsibility of management and have been approved by the Board of Directors. 


The accompanying consolidated financial statements have been prepared by management in accordance 
with generally accepted accounting principles. Financial statements are not precise since they include 
certain amounts based upon estimates and judgements. When alternative methods exist, management 
has chosen those it deems to be the most appropriate in the circumstances. The financial information 


presented elsewhere in the annual report is consistent with that in the financial statements. 


Leon’s Furniture Limited (Leon’s) maintains systems of internal accounting and administrative controls 
of high quality, consistent with reasonable costs. Such systems are designed to provide reasonable 
assurance that the financial information is relevant and reliable and that Leon’s assets are appropriately 


accounted for and adequately safeguarded. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and is ultimately responsible for reviewing and approving the financial statements. The Board 


carries out this responsibility principally through its Audit Committee. 


The Audit Committee is appointed by the Board and reviews the financial statements and annual 
report, considers the report of the external auditors, assesses the adequacy of the internal controls of the 
company, examines the fees and expenses for audit services, and recommends to the Board the independent 
auditors for appointment by the shareholders. The Committee reports its findings to the Board of 


Directors for consideration when approving the financial statements for issuance to the shareholders. 


These consolidated financial statements have been audited by Ernst & Young LLP, the external auditors, in 
accordance with generally accepted auditing standards on behalf of the shareholders. Ernst & Young LLP 


has full and free access to the Audit Committee. 


tub 


Mark J. Leon Dominic Scarangella 
President and C.E.O. Treasurer and Controller 


February 17, 2000 
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To the Shareholders of Leon’s Furniture Limited - Meubles Leon Ltée 


We have audited the consolidated balance sheets of Leon’s Furniture Limited - Meubles Leon Ltée 
as at December 31, 1999 and 1998 and the consolidated statements of income and retained earnings 
and cash flows for the years then ended. These financial statements are the responsibility of the 

Company's management. Our responsibility is to express an opinion on these financial statements 


based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in Canada. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. ,An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 


evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the 
financial position of the Company as at December 31, 1999 and 1998 and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted 


in Canada. 


Ernet * Hsear fa LLP 
Chartered Accountants 


Toronto, Canada, 


February 10, 2000 
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As at December 31 ($ in thousands) 1999 1998 
ASSETS 
Current 
Cash and cash equivalents $ 22,020 $ 10,294 
Marketable securities 86,104 90,791 
Accounts receivable 10,798 9,228 
Inventory 49,634 46,271 
Total current assets 168,556 156,584 
Deferred income taxes 45561 AGL 7G 
Fixed assets, net /note 2/ 95464 84,509 
$ 268,581 $ 245,270 
LIABILITIES: AND SHA R'E HO LD ERIS Por O.Usighy 
Current 
Accounts payable and accrued liabilities $ 62,019 $ 61,328 
Income taxes payable 6,188 3,969 
Customers’ deposits 4,900 4,393 
Dividends payable 17,125 11,565 
Current portion of long-term debt _ 70 
"Totalicunrene Wabilivies 90,232 81,325 
Redeemable share liability /note 7/] 36 28 
Total liabilities 90,268 81,353 
Shareholders’ equity 
Common shares [note 8] 7,404 6,241 
Retained earnings 170,909 156,703 
Currency translation adjustment — 973 
Total shareholders’ equity 178,313 163,917 
$ 268,581 $245,279 


See accompanying notes 


On behalf of the Board: 


Aas. pall 


Director 
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Years ended December 31 

($ in thousands, except shares outstanding and earnings per share) 1999 1998 
Sales $ 370,825 $ 336,895 
Cost of sales 217,643 199,369 
Gross profit 153,182 1373526 


Operating expenses (income) 


Salaries and commissions 52,907 49,870 
Advertising 22,612 21,704 
Depreciation and amortization 6,401 5,649 
Rent and property taxes 6,847 6,518 
Employee profit-sharing plan 1,997 1,770 
Interest on long-term debt 2 19 
Other operating expenses 19,018 17,852 
Interest income (4,675) (4,440) 
Other income (10,165) (8,444) 

94,944 90,498 
Income before gain on sale of U.S. property and income taxes 58,238 47,028 
Gain on sale of U.S. property /note 9] 5,808 908 
Income before income taxes 64,046 47,936 
Provision for income taxes [note 3] 27,880 21,530 
Net income for the year 36,166 26,406 
Retained earnings, beginning of year 156,703 146,084 
Dividends declared (21,960) (15,787) 
Retained earnings, end of year $ 170,909 $ 156,703 


Weighted average number of common shares outstanding 
Basic 20,150,533 20,098,004 


Fully diluted 20,920,418 20,683,837 


Earnings per share 
Basic $ 1.79 $ 1.31 
Fully diluted $ 1.73 $ 1.27 


See accompanying notes 
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[restated - note 6] 


Net income for the year $ 36,166 $ 26,406 
Add (deduct) items not involving a current cash payment 

Depreciation and amortization 6,401 5,649 

Deferred income taxes (384) (542) 

Gain on disposal of fixed assets (5,726) (989) 

Loss on sale of marketable securities 74 29 

Currency translation adjustment (973) 380 

359558 30,933 

Net change in non-cash working capital balances related 

to operations [note 6] (1,516) 2,482 
Cash provided by operating activities 34,042 33,415 
INVESTING ACTIVITIES 
Purchase of fixed assets (19,114) (14,714) 
Proceeds on sale of fixed assets 7,484 B57, 
Purchase of marketable securities (1,642,524) (2,084,676) 
Proceeds on sale of marketable securities 1,647,137 2,043,555 
Decrease in employee share purchase loans [note 7/] 1,076 542 
Cash used in investing activities (5,941) (51,776) 
FUN. AN Cl NiG@ea Gor 1Videt d-F's 
Repayment of long-term debt (70) (196) 
Dividends paid (16,305) (5,424) 
Cash used in financing activities (16,375) (5,620) 
Net increase (decrease) in cash and cash equivalents during the year 11,726 (23,981) 
Cash and cash equivalents, beginning of year 10,294 34,275 
Cash and cash equivalents, end of year $ 22,020 $ 10,294 


See accompanying notes 
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Il. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


These consolidated financial statements of Leon’s Furniture Limited - Meubles Leon Ltée [the “Company”] have been prepared 
by management in accordance with accounting principles generally accepted in Canada. The more significant of these accounting 


policies are summarized as follows: 


Principles of consolidation 


The consolidated financial statements include the accounts of the Company and its subsidiaries, all of which are wholly-owned. 


Foreign exchange translation 
Merchandise imported from the United States is recorded at its equivalent Canadian dollar value upon receipt. United States 
dollar accounts payable are translated at the year-end exchange rate. Gains and losses resulting from translation of United 


States dollar accounts payable are included in income. 


Assets and liabilities of United States operations are translated into Canadian dollars at the year-end exchange rate. Revenue 
and expenses are translated at average quarterly rates. Gains or losses resulting from translation of these operations are deferred 


and included as a separate component of shareholders’ equity [note 9]. 


Cash and cash equivalents 


Cash equivalents comprise only highly liquid investments with original maturities of less than ninety days. 


Marketable securities 
Marketable securities, which consist primarily of bonds with maturities not exceeding five years and an interest rate range of 


4.5% to 8.2%, are stated at the lower of cost and market value. Market value approximated cost at December 31, 1999 and 1998. 


Inventory 


Inventory is valued at the lower of cost, determined on a first-in, first-out basis, and net realizable value less normal profit margin. 


Fixed assets 
Fixed assets are initially recorded at cost. Normal maintenance and repair expenditures are expensed as incurred. Depreciation 


and amortization are provided over the estimated useful lives of the assets using the following annual rates and bases: 


Buildings sae mtcreeccia csr ey ser noises ier ee emacenyny maaan ren nee Oe eric cna yst un weet alot Shire 5% straight-line 
Equipments tre ace iacnte cunveunt eer ative seny ar Re eonye orcas sarees seeded see es sce 20% to 30% declining balance 
We liiclesten arapianay ioenem tats oieeRinc ni auctag. Pemeweheoealiere cdc static deter er ena ated sie esther met cie Tonia tao Gaerfenrel cuts 30% declining balance 
Computemihardwarerandesoftwares. arin. er aicus orchid el Male cehet excel ler asaelisue te scileli role Suelaes ache skeet 14% straight-line 
Weascholdiim provementsiaet tree aerator orien tea Over the terms of the leases to a maximum of I5 years 


Store pre-opening costs 


Store pre-opening costs are expensed as incurred. 


Income taxes 
The Company follows the deferral method of income tax allocation to provide for income taxes. Under this method, 
timing differences between reported and taxable income [which occur when revenue and expenses recognized in the accounts 


in one year are taxed or claimed for income tax purposes in another year] result in deferred income taxes. 


Fair value of financial instruments 
The fair value of financial instruments held by the Company, comprising cash and cash equivalents, marketable securities, 
accounts receivable, accounts payable and accrued liabilities, customers’ deposits, employee share purchase loans, long-term debt 


and redeemable shares, approximate their carrying values in these consolidated financial statements, due to their short-term nature. 
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Fixed assets consist of the following: 
1999 1998 
Accumulated Accumulated 
depreciation Net depreciation Net 
and book and book 
Cost amortization value Cost amortization value 
($ in thousands) ($) ($) ($) ($) ($) (s) 
Land 32,563 = 32563 31,539 = 31,539 
Buildings 88,859 40,525 48,334 84,397 40,167 44,230 
Equipment 12,469 8,204 45265 12,271 8,121 4,150 
Vehicles 11,058 8,849 25209 9,879 8,189 1,690 
Computer hardware and software 59547 35537 2,010 5,469 3,043 2,426 
Leasehold improvements 10,348 4,265 6,083 4,743 4,269 474 
160,844 65,380 95,464 148,298 63,789 84,509 
Included in the above balances are assets not being depreciated with book values of approximately $6,200,000 
[1998 - $9,000,000] due to construction in progress. 
3. PROVISION FOR INCOME TAXES 
The Company’s provision for income taxes consists of the following: 
1999 1998 
($ in thousands) 3 ($) (%) ($) (%) 
Provision based on combined basic 
Canadian federal and provincial tax rates 28,821 45.0 21,236 44.3 
Net foreign income tax rate differential (1,131) (1.8) — — 
Other items 190 0.3 294 0.6 
27,880 43-5 21,530 44.9 


4. COMMITMENTS 


The estimated cost to complete construction in progress at one location amounted to approximately $5,700,000 at December 
31, 1999 [1998 - $5,450,000]. 
The Company is obligated under operating leases to future minimum annual rental payments for land and buildings. 


The leases expire at varying dates as follows: 


(s) 

BOO] ii aes aeRO MORES eee Tee tte) TT eee Tae ae renee en es 1,312,000 
TO OLMtes Seat mee eee ohana SS ESM as, HEA ORO ick ANTES OTR Pop eh ue ey a 1,233,000 
DOOD! cg fornia gt fais se: army agientot ea carafe eRe Mera onaoace- Fay Rat em Teme totten oes NORM TOMEI CETST oe OR re Pee Me te eerie eter come Ne ites Ae sate eae 805,000 
Loo: Sem a RTS ELSA ay EN ies Cee NE MRT RSG CON cates CRE ROIS fe cre Ui Sib: cis OS eee Se ORE OE A SEES 31,000 
3,381,000 


5. §F RAN CHISE OPERATIONS 


At December 31, 1999, a total of twenty-two franchises were in operation representing twenty-three stores. Sales by franchise 
stores during the year ended December 31, 1999, on which the Company earns royalty income, amounted to $112,489,000 


[1998 - $101,588,000]. 
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6, CONSOLIDATED STATEMENTS OF CASH FLOWS 


During the year, the Company adopted the recommendations of The Canadian Institute of Chartered Accountants with respect 
to the presentation of the consolidated statements of cash flows. This change, which has revised the definition of cash and cash 
equivalents and removed non-cash transactions from the consolidated statements of cash flows, has been applied retroactively in 
these consolidated financial statements. The impact of this change has been to increase cash used in investing activities by $169,000 
and to increase cash used in investing activities by $33,288,000 for the fiscal years ended December 31, 1999 and 1998, respectively. 
The impact of this change also has been to decrease cash used in financing activities by $95,000 and to increase cash used in 
financing activities by $5,224,000 for the fiscal years ended December 31, 1999 and 1998, respectively. In addition, the change in 
definition of cash and cash equivalents to include only cash and highly liquid investments has resulted in the reduction of cash 


and cash equivalents by $44,278,000 and $53,395,000 for the years ended December 31, 1999 and 1998, respectively. 


[a] The net change in non-cash working capital balances related to operations consists of the following: 


1999 1998 
($ in thousands) ($) ($) 
Accounts receivable (1,570) (914) 
Inventory (3,363) (2,525) 
Accounts payable and accrued liabilities 691 4,685 
Income taxes payable 2,219 272 
Customers’ deposits 507 964 
(1,516) 2,482 

[b] Interest and income taxes paid: 
1999 1998 
($ in thousands) ($) (s) 
Income taxes paid 26,061 22,284 
Interest paid 250 3 
26,311 22,287 


[c] Issuance of preferred shares: 
In 1998, the Company issued convertible, non-voting series 1998 shares for $5,350,000. The Company provided employees with 
share purchase loans to offset the amount owing on the preferred shares. Dividends paid to preferred shareholders have been 


used to reduce the respective shareholder loans. 


ZZ REDEEMABLE SHARE LIABILITY 


1999 1998 
($ in thousands) ($) ($) 
Authorized 
980,000 convertible, non-voting, series 1990 shares 
89,400 convertible, non-voting, series 1994 shares 
350,000 convertible, non-voting, series 1998 shares 
Issued 
291,202 series 1990 shares [1998 - 423,341] [note 8] 25155 35133 
56,974 series 1994 shares [1998 - 71,467] [note 8] 725 910 
304,000 series 1998 shares 55350 55350 
Less employee share purchase loans (8,194) (9,365) 

36 28 
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Under the terms of its Management Share Purchase Plan, the Company advanced non-interest bearing loans to certain of its 
employees in 1990, 1994 and 1998 to allow them to acquire convertible, non-voting, series 1990 shares, series 1994 shares and 
series 1998 shares, respectively, of the Company. These loans are repayable through the application against the loans of any 
dividends on the shares, with any remaining balance repayable on the date the shares are converted to common shares. Each 
issued and fully paid for series 1990, 1994 and 1998 share may be converted into one common share at any time after the fifth 
anniversary date of the issue of these shares and prior to the tenth anniversary of such issue. Each share may also be redeemed 
at the option of the holder or by the Company at any time after the fifth anniversary date of the issue of these shares and 
prior to the tenth anniversary of such issue. The redemption price is equal to the original issue price of the shares adjusted for 
subsequent subdivisions of shares plus accrued and unpaid dividends. The adjusted average purchase prices of the shares are 


$7.40 per series 1990 share, $12.73 per series 1994 share and $17.60 per series 1998 share. 


During the year ended December 31, 1998, the Company issued 304,000 convertible, non-voting series 1998 shares for 
$5,350,000 and purchased and cancelled 4,383 series 1994 shares for $55,800. During the year ended December 31, 1999, the 


Company did not issue or cancel any shares. 


Employee share purchase loans have been netted against the redeemable share liability based upon their terms. 


8. COMMON SHARES 


The Company’s common shares consist of the following: 


1999 1998 
($ in thousands) ($) ($) 
Authorized 
Unlimited common shares 
Issued 
20,268,242 common shares [1998 - 20,121,610] 7,404 6,241 


During the year ended December 31, 1999, 132,139 convertible, non-voting, series 1990 shares [1998 - 81,523] and 14,493 convertible, 
non-voting series 1994 shares [1998 - nil] were converted into common shares with a stated value of $977,829 [1998 - $603,270] 


and $184,496 [1998 - nil], respectively. 


9. LIQUIDATION OF US. OPE RATT ONS 


The Company’s retail operations in the U.S. were discontinued during 1997. In fiscal 1998 and 1999, the Company’s U.S. subsidiaries 
were liquidated. The sale of the related fixed assets resulted in proceeds of $7,400,000 [1998 - $3,500,000] and a corresponding 
gain of $5,808,000 [1998 - $908,000]. 


10. COMPARATIVE CONSOLIDATED FINANCTAL STATEMENTS 


The comparative consolidated 1998 financial statements have been reclassified from statements previously presented to conform 


to the presentation of the December 31, 1999 consolidated financial statements. 


hi. UN:CERTADN TY D UEATO THLE) ¥ EA Re 620)10'@°s1 Sis ULE 


The Year 2000 Issue arises because many computerized systems use two digits rather than four to identify a year. Date-sensitive 
systems may recognize the year 2000 as 1900 or some other date, resulting in errors when information using year 2000 dates is 
processed. In addition, similar problems may arise in some systems which use certain dates in 1999 to represent something 
other than a date. Although the change in date to the year 2000 has occurred, it is not possible to conclude that all aspects of 
the Year 2000 Issue that may affect the Company, including those related to customers, suppliers, or other third parties, have 


been fully resolved. 
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